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EDITORIAL
graphical material and photographs of the
HIGHLIGHTS OF THE YEAR
The past year has been a busy one and women who have passed the CPA examina
tions, in order that women interested in
one of sound progress.
accounting may be informed regarding
Legislation has been of major interest their predecessors.
and we have participated actively in legis
Ida K. Ezra, in charge of research, is
lative developments. On the West Coast conducting a survey of the salary and ad
Helen Maddex and others joined with the
vancement situation, which, when com
Business and Professional Women’s Club
pleted, should be of constructive value and
in a vigorous campaign against certain
interest.
health and welfare legislation which pre
Articles about women in accounting have
sented a threat to women’s participation in
been
furnished, by request, to several pub
accounting. Their efforts resulted in ex
lications and several accounting magazines
emption from the hours provision of the
State Labor Code of professional women, have reprinted articles from The Woman
C.P.A. or quoted from its pages.
and of women in executive posts paying
A New York address has been established
$350 a month.
for both societies and for the magazine,
We joined with accounting societies, and has been of much value in facilitating
banks and industry in protesting the pass both administration and professional con
age of the Oliver bill, have registered pro tacts.
tests against the Administrative Practi
Correspondence has been carried on with
tioners Act and other legislation and have women accountants in New Zealand and
obtained the cooperation of other organi publicity in Glamour and The Independent
zations in combating inequitable practices. Woman has brought us inquiries from doz
At the suggestion of Julia Benton Hop ens of young women, all of whom have
kins, considerable progress has been made been furnished with useful information.
toward the formation of a committee of
While the supply of new positions open
women’s organizations to work together to women accountants has, since the return
for the advancement of members in their of the veterans, quite naturally slackened,
respective professions.
it has not disappeared and there is indis
Heloise Brown, as chairman of the mem putable evidence of the retention of com
bership committee, has done an outstand petent women in public accounting.
ingly thorough job in bringing in new
The AWSCPA Award, originally estab
CPA’s and keeping in touch with old con lished at the instigation of Ethleen Lasse
tacts. ASWA has two new chapters and ter, has been a considerable factor in the
others are in process.
growth of chapter activities, which have
Marion Frye, in charge of public rela included educational and other programs
tions for both societies, has rendered un carried out with distinction, and monthly
usual service and given generously of her bulletins with a high content of interesting
own and her organization’s time. Exten material now issued by ten chapters. Grand
sive contacts have been made with voca Rapids chapter, our hostess at the conven
tional counselors and with students, pamph tion, is again the winner of the trophy.
The convention committee, under Mrs.
lets have been distributed to the entire
mailing list, information regarding our Nellie Joling, is planning entertainment for
aims and accomplishments has been fur you of a highly attractive order. We hope
nished to accounting societies and a book to see each one of you at the Pantlind
is in preparation which will contain bio Hotel August 7-10.
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PUBLISHED REPORTS
Industry has been unsuccessful in pre
senting published accounting information
to the public, Carman G. Blough, director
of research of the American Institute of
Accountants, told the 2500 delegates at
tending the NACA convention. “Misun
derstandings of business operations are
widespread,” Mr. Blough declared, “and it
is up to industry to devise means of present
ing accounting information so that the in
telligent, ordinary man in the street will
understand them.”
Suggesting a redesigning of basic finan
cial statements with a view to providing
clearer terminology and more satisfactory
disclosure of information, he pointed out
that many of the methods used today to
“clarify” financial statements fail of their
purpose due to omission of essential infor
mation, “slanting” reports to various
groups such as stockholders and employees,
and over-simplification which suggests a
patronizing attitude on the part of the
management.
“The presentation of complete, fair, un
biased and reliable accounting information
can contribute much to renew the public’s
confidence in business enterprise,” he con
cluded.
Preliminary results of the seventh annual
report survey by Financial World, an
nounced July 6, rate as “modern” 43% of
the 1758 reports considered; “improved”
30%; and “unchanged” 27%. Awards of
“Oscars” for those rated “best of industry”
among the 758 reports classified as modern
will be made October 10. A trophy for the
best motion picture on annual reports will
go to “Operation ’46”, a technicolor short
of General Mills, Inc.

CONGRATULATIONS TO
HAZEL SKOG
Mrs. Hazel J. Skog, past president of
AWSCPA and a member of Spokane chap
ter ASWA, is the first woman to be elected
to the board of directors of the Washington
Society of Certified Public Accountants.
In addition she has been made a member
of its nominating committee. She has also
been elected secretary-treasurer of the
Spokane chapter of that society for the
sixth consecutive year. Our warmest wishes
to Mrs. Skog in posts to which she does
honor.
GOING TO MECCA
A man may desire to go to Mecca. His
conscience tells him that he ought to go to
Mecca. He fares forth, either by the aid of
Cook’s or unassisted; he may probably
never reach Mecca; he may drown before
he gets to Port Said; he may perish in
gloriously on the coast of the Red Sea; his
desire may remain eternally frustrate. Un
fulfilled aspirations may always trouble
him. But he will not be tormented in the
same way as the man who, desiring to reach
Mecca, and harried by the desire to reach
Mecca, never leaves Brixton.
It is something to have left Brixton.
Most of us have not left Brixton. We have
not even taken a cab to Ludgate Circus.
Arnold Bennett in “Twenty-four Hours
a Day.” (Doubleday & Co.)
* * *
The injuries we do and those we suffer
are seldom weighed in the same scales.
—Aesop.
• The Woman CPA is published bi
monthly in the interest of accounting
and the progress of women in the
profession.
While all material presented is
from sources believed to be reliably
correct, responsibility can not be as
sumed for opinions or interpretations
of law expressed by contributors.
Published by
American Woman’s Society
of Certified Public Accountants
and
American Society of Women
Accountants
342 Madison Ave., New York 17, N. Y.
Subscription Price — $1.00 Annually

PERSONALITIES
One of AWSCPA’s new members, Jean
Colavecchio of Providence, R. I., received
an honorable mention in connection with
the Elijah Watt Sells Awards for excel
lence in the November 1946 uniform CPA
examinations.
Phillis O’Hara, a former editor of The
Woman C.P.A., moved several months ago
from New York to Palo Alto, California, to
practice public accounting and is now a
CPA of both California and New York.
Alberta R. Crary, PA, Los Angeles, a
former tax editor of The Woman C.P.A.,
announces that she is now conducting the
public accounting practice formerly con
ducted under the name Crary & Thompson.

Entered as second-class matter December 19, 1945, at the Post Office at New York, N. Y., under the Act of March 3, 1879.
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COAST - TO - COAST
PAULA E. REINISCH, Grand Rapids, Michigan

Munroe; 2nd vice president, Helen Minch;
secretary, Helene Babl; treasurer, Mary
Roggenkamp; directors: Mable Moe, Rose
mary Hoban, Joanna McRae, Marguerite
Lee, Grace Dimmer, Cecil Miner, Nora Jean
FitzStephens, Bernadette Arnold, Helen E.
Henry, Marjorie Mitchell, Vivian Steffin,
Crystal Kilgour.
S. Wesley Marcus, C.P.A., manager of the
Detroit office of Price, Waterhouse & Co.,
who has lived in Mexico sixteen years,
spoke entertainingly on Mexico at a recent
dinner meeting.
New members: Mariam F. Lebet, Myrtle
Rolling, Dagny H. Lammi, Leah Levin, and
Irene Lillian Jacobs.

ATLANTA
1947-1948 officers: president, Virginia
Wood; vice president, Ruby Roach; secre
tary, Lillian Boyd; treasurer, Bessie Jones;
directors: Evelyn Hyde, Elsie Lyon, Kay
Harsh.
Members enjoyed the talk of their new
vice president, Ruby Roach, on The His
tory of Taxation, which is part of the thesis
she is preparing for her master’s degree.
Mrs. Roach is a member of the Bar and
other organizations, as well as an account
ancy graduate, and is an auditor in the
Income Tax Division.
Hebb Easterling and Martha Johnson
have received their BCS degrees from the
University System of Georgia Evening Col
lege.

GRAND RAPIDS
1947-1948 officers: president, Emma F.
Hey; 1st vice president, Marie Van Vliet;
2nd vice president, Paula E. Reinisch; sec
retary, Ruth V. Klein; treasurer, Beatrice
Hoogstraat; directors: Katherine McNa
mara, Nell H. Dykstra, Lenore M. Harder,
Alice M. Walsh.
City auditor Agnes Van Dyke has been
appointed to serve on a committee to review
recommendations on municipal governmen
tal finance made by committees in other
states, with the objective of developing a
set applicable to Grand Rapids and other
local units in Michigan.

CHICAGO
1947-1948 officers: president, Frances
Sadauskas; 1st vice president, Edna Lange;
2nd vice president, Mary Frances Carroll;
recording secretary, Georgia Davis; corre
sponding secretary, Rose Merz; treasurer,
Katherine McKenzie; directors: Mary Gildea, Anna Goldman, Claire O’Reilly, Flor
ence Orford, Ruth P. Waschau, Jeannette
E. Whitson.
New members: Virginia Platenka, Ber
nice Williams.

CLEVELAND
INDIANAPOLIS
1947-1948 officers: president, M. Louise
1947-1948 officers: president, Olive
Gates; 1st vice president, Gertrude H. Col- Skiles; vice presidents, Christine Clapp and
berg; 2nd vice president, Olga Warak; sec Jessie McCallie; secretaries, Helen Lem
retary, Mildred V. Frantz; treasurer, Ethel mon and Dorothy Rosebrock; treasurer,
Bemis; directors: Anne M. DePiero, Helen Georgia Schloeman; directors: Myrtle
Foy, Harriet F. Niemann.
Dawson, Eva Lou Tews, Thelma Davis,
Talks presented at the Accounting Forum Esther Fleming.
and Membership Tea were:
Famous Hands was the engaging topic
The Need for Accountants by Marion A. of Margaret Schneider at the installation
Frye; Public Accounting by Anne Soltesz; dinner. Tales of our G.I.’s overseas were
Private Accounting by Emma Kocsis; In part of Mrs. Norma Schneider’s talk on
dustrial Accounting by Ethel Bemis; Trust The Nation's Hands at a recent dinner.
Functions by Violet Clements; Tax Ac Mrs. Ida Broo, founder of ASWA, spoke
counting by Katherine Pfeifer; Other Ac at the June meeting. The annual summer
counting Phases by Florence Bryant.
outing was held in Noblesville.
Louise Gates and Dorris Michalske at
LOS ANGELES
tended the Organizational Tea of the new
1947-1948
officers:
president, Theia Geb
Columbus chapter.
bie; vice president, Virginia Boyer; 2nd
DETROIT
vice president, Sylvia W. Larkin Feitsch
1947-1948 officers: president, L. Suzanne man; treasurer, Beatrice Unrau; recording
Laird; 1st vice president, Adrienne M. secretary, Dell Nichols; corresponding sec
5

retary, Eleanor Steinert; directors: Ruth
A. Clark, Vera Jane Bobsene, Lucille Har
rell.
Speakers from the chapter covered the
May meeting. Elsa Jaehne Sylvester spoke
on Your Opportunities in Accounting; Ruth
A. Clark, CPA, Accounting for a Public
Utility; Elizabeth Stowell, Department
Store Accounting; Estella B. Plough,
Teaching Accounting; Mary Lanigar, CPA,
Tax Accounting; Berta Morse, Govern
mental Accounting; Lucille Titus, PA, Ac
counting for Self; Irene Briggs, PA, Public
Accounting and Auditing; Marjorie J. Wil
liams, The CPA Certificate. Vera Jean Bob
sene summarized the findings.
Fashions for the Business Woman were
discussed by Bonnie Cashin, costume de
signer for 20th Century-Fox Film Corp.,
at the year-end meeting. At one time chief
costume creator for the Rockettes of New
York’s Roxy Theater, Miss Cashin recently
designed the costumes for “Anna and the
King of Siam.”
New members: Katherine V. Rusick,
Frances A. Kreiling, Helen E. Hammond,
Helen L. Svendsen.

TERRE HAUTE
1947-1948 officers: president, Mary Hys
lop; 1st vice president, Bertha Meyer; 2nd
vice president, Elizabeth Brownlee; corre
sponding secretary, Lenor Brown; record
ing secretary, Helma Denehie; treasurer,
Helen Pfeiffer; directors: Rachel Anne
Neil and Mabel Milam.
SPOKANE
1947-1948 officers: president, Veva John
son; 1st vice president, Ruby Denney; 2nd
vice president, Margaret Sullivan; secre
tary, Irma Terry; treasurer, Christina
Langbehn. Committee chairmen: May
Campbell, Anna B. Erfurth, Denny R.
Terry, Julia Wibom, Effie Ferguson, Bar
bara Bateman and Una Clark.
Veva Johnson, Lt. Governor of the 14th
District, attended the international con
ference of the Quota Club in Vancouver.

NEW AWSCPA MEMBERS
Rita Margaretta Dudeck, 526 East Jeffer
son Avenue, Kirkwood 22, Missouri. With
Benner, English, Meagher & Bedel, St.
Louis, Mo. Washington University.
Clara Chambers Lelievre, 7707 4th Ave
nue South, Birmingham, Ala. Associate
Professor of Accounting at Howard Col
lege. Attended Birmingham Southern Col
lege, U. of Alabama. BS in Commerce and
Business Adm. Member AIA, Alabama
Society of CPA’s.
Marjorie Elaine Henderson, with Wil
liams & Urquhart, Insurance Building,
Raleigh, North Carolina. College of Wil
liam & Mary, U. of North Carolina. Mem
ber North Carolina Association of CPA’s.
BS in Commerce.
Adele I. Morse, 3363 Grove Street, Berke
ley, California. With Haskins & Sells, San
Francisco. U. of California: Member Cali
fornia Society of CPA’s. BS.
Clarissa M. Knight, with C. W. Amos &
Co., 1521 O’Sullivan Building, Baltimore 2.
Florida State College for Women. Member
Maryland Association of CPA’s. BS in
Commerce.
Doris Parks, 204 Raitt Hall, University
of Washington, Seattle 5. U. of Illinois,
Northwestern U. BS.
Rena Haworth, Haworth & Haworth,
Equitable Building, Denver 2, U. of Den
ver, U. of Southern California. Member
Colorado Society of CPA’s. Application
pending before AIA.
Helen M. Seelmayer, 15 East Ohio Street,
Chicago 11. With Esquire, Inc., 919 North
(Continued on Page 14)

MUSKEGON
1947-1948 officers: president, Vivian G.
Warner; 1st vice president, Hazel Howard;
2nd vice president, Virginia Kitchen; sec
retary, Grace Barnett; corresponding sec
retary, Ruth M. Bearss; treasurer, Selma
Asmussen; directors: Millie C. Mason,
Blanche Clarke, Torberg Anderson.

NEW YORK
1947-1948 officers: president, Elinor Jane
Hill; vice president, Audrey Adams; secre
tary, Sheila Roehner; treasurer, Ann B.
Katz; directors, Helen Lord, Katherine
West, Rosa Gundall, Georgia Elgar.
SAN FRANCISCO
1947-1948 officers: president, Marian
Melbin; 1st vice president, Catherine
Quire; 2nd vice president, Elsie MacLaren;
corresponding secretary, Gladys Bowyer;
recording secretary, Lucy Edwards; treas
urer, Martha Kreutzberger; directors: Eu
nice Messersmith, Merle Whitbred, Eliza
beth Koch, Margaret Clarke (ex-officio).
James L. Cockburn of Price, Waterhouse
& Company, retiring president of San Fran
cisco chapter of the California Society of
CPA’s, reviewed current legislation affect
ing public accountants at the installation
dinner.
New members: Effie Fern Olson, Ethel
M. Hayes, Edith J. Knott.
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TAX NEWS
MARY LANIGAR, C.P.A., Beverly Hills, California

FAMILY PARTNERSHIPS
The frequency with which published
court decisions have concerned family part
nerships within recent months indicates
that taxpayers resorted to the partnership
device to reduce surtaxes during the war
years to such an extent that even legitimate
arrangements have resulted in litigation.
The Lusthaus and Towers decisions of the
Supreme Court held that for Federal in
come tax purposes partnerships (including
those recognized by state law) may be dis
regarded if the evidence indicates that the
arrangements were not genuine and did not
result in a change in economic interest in
the business. Based upon these decisions,
LT. 3845 sets forth a Bureau policy of con
sidering the peculiar facts of each case as
evidenced by the terms of the agreement
and the conduct of the parties. The fol
lowing major criteria for determining the
effectiveness of such arrangements for in
come tax purposes were listed:
(1) The family member alleged to be a
partner must render services in the regu
lar conduct of the business to a degree and
of a quality ordinarily expected from a
partner in the type of business concerned.
(2) The partner must participate in the
control and management of the business.
Recent cases have ruled against the tax
payer where the partners were minor chil
dren or were limited in participation in
management by the partnership agreement.
(3) The partner’s capital should origi
nate with the contributor. In many family
partnerships the wife’s capital is derived
from a gift from the husband or from a
loan to be repaid from profits. While these
conditions alone do not determine that the
partnership is not bona fide, they are evi
dence unfavorable to the taxpayer. Con
tribution of separate funds of the wife at
a time when the business required addi
tional cash and could not obtain it elsewhere
would be evidence favoring the taxpayer.
(4) The last consideration is the reason
ableness of the proportion of profits which
a partner receives considered with respect
to the value of the services rendered and
the capital invested.
The numerous Tax Court decisions
handed down in 1947 have not departed
from these general principles, but some of
these cases are of interest because of their
7

particular factual situations. In the
Schrecher case, to which the Commissioner
has acquiesced, the partnership was not
recognized for tax purposes and the wives’
partnership profits were withdrawn and
invested in real estate which was rented to
the partnership. The Tax Court held that
the profits received by the wives but taxed
to the husbands were the same as outright
gifts to the wives, and that the rent from
the real estate purchased with these profits
was the separate income of the wives.
DEDUCTION FOR ACCRUED TAXES
In The Baltimore Transfer Co. case (8
TC No. 1) the taxpayer computed and
accrued its 1943 liability for Maryland
unemployment compensation at a rate cor
responding to a notice from a State Admin
istrative Board. After the Federal income
tax return had been filed and the State tax
had been paid, the corporation was notified
that its rate had been reduced and was
credited with the overpayment. The Tax
Court held that the total amount accrued
was deductible in 1943. Under the tax bene
fit rule a refund or credit received in the
following year would be taxable if the de
duction resulted in a tax benefit.
I.T. 3849 concerning accrual of New
York franchise tax in 1945 follows the same
line of reasoning as the case discussed
above. The New York State franchise tax
accrues on the first day of a corporation’s
fiscal year. On March 12, 1946 the rate
was reduced from 6% to 4.5% for taxable
years ending after June 30, 1945. In the
case of corporations using the accrual
method of accounting, tax returns for fiscal
years ended July 31, 1945 to November 30,
1945 would presumably have been filed and
franchise tax deductions at the 6% rate
would have been claimed. A previous rul
ing (I.T. 3813) held that such corporations
should file amended Federal returns. I.T.
3849 modifies I.T. 3813 and states that
corporations accruing the deduction at the
rate of 6% for years ended December 31,
1945 and prior thereto will be allowed the
New York State franchise tax deduction as
claimed. The excess accrual (the difference
between 6% and 4.5%) will be income in
the following year.
The principle followed by both the Tax
Court and this Bureau ruling is that deduc

tions for accrued State or local taxes which
are based upon rates and other information
available to taxpayer when closing its books
should not be disturbed. Refunds due to
retroactive changes in rates or subsequent
rulings are income in a later year rather
than adjustments of the accrued amounts.

TAXABLE STOCK RIGHTS
The U. S. Supreme Court has held that a
distribution by a corporation to its share
holders in its stock or in rights to acquire
its stock does not constitute income if the
proportionate interests of stockholders are
not changed by the distribution. For ex
ample, subscription warrants for second
preferred stock distributed to common
stockholders but not to first preferred stock
holders would be taxable. Previous rulings
have held that taxable stock rights consti
tuted income when received and that the
fair market value at the date received was
the basis for computing gain or loss when
rights were sold. A new ruling (G.C.M.
25063) has held that no income is realized
until the rights are sold. Several court
cases are cited to support this interpreta
tion. It further states that no deductible
loss is sustained if rights are allowed to
expire. Section 117 (g) (2) of the Code,
which provides that gains or losses attribu
table to the failure to exercise options to
buy or sell property are to be considered as
short term capital gains or losses, is dis
tinguished as being applicable only when
the option was acquired for a considera
tion.
One of the principles set forth in G.C.M.
25063 may result in considerable litigation.
While several rulings are cited to support
the opinion that the entire amount received
upon the sale of taxable stock rights con
stitutes ordinary income, this principle has
not been generally accepted heretofore. The
line of reasoning followed is that rights
are in lieu of dividend income and therefore
do not constitute capital gain.
REINVESTMENT OF PROCEEDS OF
INVOLUNTARY CONVERSION
To avoid undue hardship the Internal
Revenue Code provides that gain from in
voluntary conversion of property (destruc
tion by fire or flood or seizure by condem
nation) will not be recognized if the pro
ceeds are reinvested in similar property.
Such gains are recognized unless the tax
payer elects to benefit under the involuntary
conversion section of the law (Sec. 112(f)),
and taxpayers who have so elected must
comply fully with the regulations. These
8

provisions deal only with gain as a loss is
fully recognized in any event. The gain is
the excess of the insurance proceeds or con
demnation award over the adjusted basis
of the property.
The law provides that the proceeds must
be used forthwith to acquire similar prop
erty. The use of the term “forthwith” in
the statute implies that the replacement
will be within a reasonable time under the
circumstances. A number of court cases
have arisen on the point of time for replace
ment. If it is not practical to replace imme
diately (because of priorities, for example),
the taxpayer may establish a replacement
fund with the approval of the Commis
sioner. The regulations specify the form
to be used to apply for establishment of a
replacement fund and provide that a bond
will be required if permission is obtained.
The property acquired with the proceeds
of the involuntary conversion must be simi
lar in use to the property seized or de
stroyed. The regulations cite use of pro
ceeds from requisition of tugs to buy bar
ges and investment of proceeds from con
demned unimproved land in improved real
estate as examples of investments which
are not similar in character. The property
acquired assumes the same basis for tax
purposes as the property destroyed. If a
taxpayer elects to report $100,000 fire in
surance proceeds from a building with a
$50,000 basis as an involuntary conversion,
the second building acquired for $100,000
will also have a basis of $50,000. If he
purchases a replacement for $90,000, gain
of $10,000 will be recognized.
The regulations state that it is not suffi
cient for a taxpayer to show that subse
quent to the receipt of money from a con
demnation award he has purchased other
similar property. The taxpayer is required
to trace the proceeds of the award into the
payments for the second property. This
provision was very strictly interpreted in
the Kennebec Box and Lumber Co. case
(Memo TC). This taxpayer deposited all of
its fire insurance proceeds in a special bank
account. Before replacing the destroyed
property, the corporation withdrew ap
proximately $50,000 from this account
which it later replaced. The new property
was acquired from funds in the special bank
account (which then equaled the insurance
proceeds), but the court ruled that gain was
recognized because the amount of $50,000
(which had been withdrawn temporarily)
was not insurance proceeds invested in new
property.

IDEA EXCHANGE
EMILY BERRY, Indianapolis, Indiana
As a suggestion for a part of your 19471948 educational program one of our chap
ters writes as follows:
Today the news is peace and plastic door
knobs that glow in the night. The news is
the United Nations and a new cure for
sinus. The news is the atomic bomb, and a
new cinematic version of Shakespeare’s
Henry V. The news is made of great and
little things, or world drama and significant
trivia.
The services of the Time Club Bureau
are available to help our society discuss the
news of America and all the world with ani
mation, confidence and understanding. The
Fortnightly Discussion Outlines are de
signed to evoke spirited discussion among
the members, and are supplied by the Bu
reau every two weeks, from September
through May. The topics are taken from
the news of politics, art, literature and
science. Each topic is developed with an
outline of recent news events and back

ground material designed to help the leader
and members enjoy the general discussion.
About the middle of each month from
October to April, except in January when
the Time Current Affairs Test takes its
place, the Club Bureau releases brief
monthly tests on current affairs. Each
quiz contains 25 questions, takes less than
twenty minutes for the average club. An
individual copy is provided for every club
member, and an answer key for the leader.
In addition, to stir the interest of the
members at the start of the fall season, and
as a review of the important news of the
summer months, a current affairs quiz will
be available in September.
To any organization participating in the
Time Club Bureau services, Time magazine
is available to members at a special rate
of eight cents per copy per week, for an
order of ten or more. Orders must be
placed for a specified number of weeks, and
paid for in advance.

RESEARCH COMMITTEES SALARY SURVEY
IDA K. EZRA, C. P. A., Seattle

Total years of experience ran from three
years to twenty-nine years, and length of
time on present job from one year to
twenty-seven years.
Twenty-seven were fully responsible for
financial statements, two only partly re
sponsible and nine not at all.
Sixteen were fully responsible for income
tax reports, five only partly responsible and
seventeen not at all.
Twenty-two were continuing studies, one
not doing so regularly and fifteen not at all.
Training was predominantly through
business college, twenty-four mentioning
such background. Ten attended universi
ties, six took correspondence courses, two
private instruction and seven a combina
tion of these facilities. Of the four CPA’s
reporting, one is a university graduate.
Conclusions : The top eight in earnings
(excluding bonus, which may fluctuate with
company profits and policy), or 20% of
the total reporting, show that while total
experience is from three to twenty years,
those on their present jobs the longest are

Questionnaires designed to accumulate
earnings information regarding women ac
countants in the Seattle area and especially
to determine the comparative progress of
those who changed positions during the
war and those who remained in their ori
ginal posts, were sent to ninety-seven
women, of whom thirty-eight sent in usable
replies.
Analysis of these replies discloses the
following:
Four CPA’s reported, three rating among
the first ten in total earnings, including
bonus, and among the first eight consider
ing only regular salary.
One member reported that she is a for
mer teacher, four do public accounting ex
clusively and 34 do private accounting, of
whom five also do some public accounting.
All reports indicated positions of respon
sibility, variously listed as full charge, de
partment head, senior accountant, chief ac
countant, supervisor, office manager, cost
auditor, Internal Revenue, accountant’s as
sistant, and self-employed.
9

outclassed in earnings by those who
changed jobs within the past two, three
and five years. It is also interesting to
note that out of thirty-two with over five
years of total experience, twenty-five
changed jobs within the past five years;
undoubtedly for reasons of advancement
as a result of the manpower shortage. Six
entered the accounting profession within
the past five years. Seven are old-timers
(over five years) on their present jobs
and rate 3, 6, 8, 10, 20, 24 and 33 in order
of earnings.
Responsibility for financial statements
and income tax reports seems to have no
influence on earnings. As for educational
background, there is no consistency that
would indicate a preferred course. Uni
versity, business college and correspon
dence school training are represented in
high, medium and lower earnings.
As for opportunities, judging from the
positions held, the smaller firms more often
accept women in positions of responsibility.
However, where size of organization re

quires departmental arrangement, women
department heads receive larger salaries
than do those employed in the smaller
offices.
BOND-A-MONTH PLAN
Accountants should need no more than a
reminder of the plan which the Treasury
Department has launched to encourage the
purchase each month, through payroll or
bank account, of a United States savings
bond.
Every accountant understands the ad
vantages of systematic saving. Some of us
do not use our knowledge to our own ad
vantage. Let’s plan our personal financial
programs with the same shrewdness we
apply to the problems of others.
*
*
*

Ideas come but rarely to one who merely
waits for an inspiration. They must be
pursued, wrestled with, and dragged home.
—Richard Armour
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HOTEL ACCOUNTING AND FOOD CONTROL
By JOHN N. HORWATH, C.P.A.

In planning this discussion, I thought
that the best way to make it of interest to
you would be to outline some of the differ
ences between accounting for hotels and
accounting for other industries.
The ninth largest industry in the United
States, hotels, started only about 30 years
ago to become bona fide business enterprises
based on scientific management and up-todate methods of control. So important was
accounting in the growth of this industry
that many hotels attribute their survival
during the last depression in large measure
to the records which enabled management
to take precautionary steps against unex
pected losses. An accountant today who
specializes in hotels not only segregates
and then joins again into a life-size picture
each day’s income and expense; he goes
much further. He puts the picture to work
by constantly pointing out to management
the operational changes needed to keep the
colors right—black predominating, marred
by as little red as possible. Concretely, the
accountant does this by suggesting when
and how room rates or menus should be
altered, when and how personnel should be
increased or decreased, when and how
economies can be effected, and also how to
eliminate the waste and loss that spring
from inadequate control.
Large credit for the progress made in
hotel accounting during the past two dec
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ades is due the Hotel Association of New
York City, which in 1926 sponsored the
establishment, by a group of professional
accountants, of a Uniform System of Ac
counts for Hotels. Ever since then this
system, delineated in a book published by
the Association, has been accepted as the
standard for classifying a hotel’s income
and expense. In addition to providing the
hotel industry with account designations
worked out especially to fit its peculiarities,
the uniform system enables hotels to com
pare their operating data easily and accu
rately, and on this basis to establish stand
ard operating statistics.
Hotel accounting in its entirety differs
from the accounting in most other busi
nesses in that its most important function
is the internal control of income and ac
counts receivable. The reason for this dif
ference may be something that has occurred
to all of you at odd moments when you were
in hotels. More than once perhaps it has
flashed through your minds that there are
few other industries in which the amount
involved in each individual transaction is
so small, with the transactions of each cus
tomer so rapid and varied. In a store, of
course, there may be a procession of small,
quick and varied purchases throughout each
day, but there are these differences: first,
the service rendered is of one kind only—
the selling of tangible merchandise; sec

ond, the customer pays cash unless he has
established credit for systematic billing at
a given time in the future. In contrast,
let’s look for a moment at the procedure
in a hotel. A guest arrives, he hires a room,
has his baggage delivered, uses the tele
phone and valet service, has his meal in his
room or in the dining room, sends a tele
gram, all, frequently, within the space of
little more than an hour. And during that
time, the charge for each service must reach
the bill clerk for posting to the guest’s ac
count, so that what he owes will be literally
up to the minute at any time of the day or
night, ready for his departure, the time of
which is rarely known in advance. And, of
course, once a guest has left, there is small
chance of collecting any charge that was
omitted or that was recorded in a smaller
amount than it should have been. Nor is
there too good a chance of having the guest
remain a future patron if some one else’s
charges were erroneously put on his bill.
When experienced accountants like your
selves give thought to these factors, the
importance of internal control becomes, of
course, self-evident.
To effect such control, the hotel must first
set up two separate kinds of receivable ac
counts, in order to control separately the
amounts due from guests registered in the
hotel, and the amounts due from non-regis
tered patrons who have credit that permits
them to charge items or services, such as
luncheons, banquets, etc. The first-men
tioned accounts—those of the registered
guests—are kept in what is called “the
guest ledger,” while the others are recorded
in the so-called “city ledger.”
The whole system of internal control is
based on laying out the detail of the work
so that no part of the accounting procedure
is under the absolute and independent con
trol of any one person. In other words, the
work of one employee is complementary to
that of another, and a continuous audit is
made of the business. In short, it is a sys
tem of checks and balances. The auditor
reconciles daily against the total sales fig
ure the total charges and total cash col
lected that day. The controlling sales fig
ure for each department is derived from
such sources as the record of total room
sales, the total amount of food and bever
ages issued from the kitchen and bars and
checked by machines or written upon
checks, as well as various departmental re
ports of total sales.
The daily control of accounts receivable
is effected by daily reconciliation of the
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total charges and total payments in the
two receivable ledgers.
Regarding the recording of expenses in
a hotel, this differs from factory account
ing in that the expenditures generally
known as “overhead” are not distributed.
The reason for this is that management
wishes to gauge the efficiency of the various
department heads by examination of the
results for which each of these individuals
is directly responsible. Therefore the Uni
form System of Accounts for Hotels has
been designed so that only the direct pay
roll and expenses of a department are
charged to that department, thus showing
the departmental profit before any distribu
tion of overhead.
Due to the great variance in size and
types of hotels and in their range of serv
ices, it has been found that any attempt to
distribute overhead tends to hide some
items, and above all destroys inter-hotel
comparisons. On the other hand, compari
son of direct expense ratios has proved
practicable.
At times, of course, to prove a point, sup
plementary statements may be made up in
which overhead and fixed charges are dis
tributed. This, however, is considered the
exception rather than the rule.
In the profit and loss statement repro
duced at the end of this article you will
note that the overhead expenses—that is,
administrative and general, advertising and
sales promotion, heat, light and power, and
repairs and maintenance—are grouped to
gether under the caption “Deductions from
Income.”
The figure which remains after these de
ductions is called the “house profit,” a term
unique to hotel accounting and referring to
the profit before fixed charges.
The house profit is the figure at which a
manager is likely to look first, for it rep
resents the results, good or bad, of his
managerial efforts. The fixed charges which
are then deducted are beyond his control.
They are the responsibility of ownership.
In turning now to food-cost finding, we
come to the most highly specialized phase
of hotel accounting. The control of both
food and beverage costs is included in the
term “food cost accounting.” In the text
book, “Hotel Accounting,” written by Ern
est Horwath and Louis Toth, it is accurately
stated that the purpose of food cost ac
counting is to assist management in ob
taining on food sales the highest possible
gross profit consistent with the hotel’s or
restaurant’s policy as to the quality of food

and the size of portions to be served. The
imperative need for this kind of accounting
became apparent for the first time to many
hotel owners during the days of prohibition.
With bar profits suddenly a thing of the
past, management began to be interested
in finding ways of operating its food busi
ness at a profit instead of merely consider
ing food a necessary but evil companion
to the profitable bar sales.
Trial and error in developing a system of
food-cost finding made it evident that it is
necessary to analyze the sales of food as
well as the cost, grouping both on the same
basis. The principle evolved in finding the
logical groups became the foundation on
which today’s food control is built. That
principle is the use of the raw product as
the unit for cost finding purposes, instead
of the finished product as in factory cost
accounting. Thus, for the purposes of con
trol, the primary function of food cost ac
counting is not to reveal from day to day
the exact costs of such finished products as
a club sandwich or a planked steak, but
rather to calculate what portions of the
day’s sales are applicable to each of such
major raw material groups as beef, poultry,
fish, etc.
While factory cost accounting finds the
cost applicable to a certain selling price,
food control finds the sales applicable to a
certain cost. This is done by applying the
selling price of a planked steak, for instance,
to the main ingredients of which the order
is made up—the potatoes and other vege
tables served with the steak, as well as the
short loin in the steak itself. Taking these
principal ingredients as the units of con
trol, it is only necessary to determine once
the fair proportion of the selling price ap
plicable to each, and divide the total sales
of planked steak in that proportion. Fol
lowing the same procedure with the sales
of all dishes, the total returns for vege
tables, different kinds of meats, etc., are
arrived at.
The materials on the cost records are
divided into so-called departments. These
usually are the kitchen, the pantry, the
pastry, ice cream and bake shops and din
ing room butter. Sales, of course, are
broken down under the same classifications,
and under each of these departments there
are further divisions into groups.
Essential in food control is the daily cal
culating of costs. This is imperative be
cause of the continuous fluctuations in food
cost. Even with fairly constant sales, the
difference in the menu from day to day,

market variations, overproduction, waste
or incorrect pricing of seasonable dishes,
may cause the food cost to jump suddenly
to an extent that means loss instead of
profit. Only through the daily recording
of costs can such dangerous fluctuations be
detected promptly enough to apply remedies
before costly harm is done.
The food control system which our firm
developed and has found successful ap
prises management continuously of the
weak points in its food and beverage op
eration. What we call “weak points” are
such faults as overproduction, uneconomi
cal buying, waste in cooking, loopholes for
pilfering, unnecessary loss through spoil
age, etc.
To maintain control that will eliminate
all such faults requires daily distribution
and analysis of the costs and sales of some
fifty or sixty commodities that go into the
meals served throughout one day. On the
basis of this analysis, the cost ratios are
computed daily and may be compared with
previous results or with the cost ratios ob
tained in other similar hotels, in order to
judge whether the current cost is high,
low or just about right.
In addition to finding the daily, and
then periodic, costs of sales, the food cost
accountant is also responsible for develop
ing a careful physical control on all food
stuffs as they are moved through the vari
ous phases of storage, production and serv
ice. The knowledge of exact quantities re
ceived and moved from stores to kitchen,
and from kitchen to dining room, is essen
tial to the establishment of the cost and
sales figures on which the daily control is
based.
Since repeal, in 1934, there has been a
similar development of beverage control.
In this operation, the raw material has such
great value that the disposition of every
ounce should be known to those in charge.
To make this possible, there has been de
signed a control which indicates, in effect,
the expected income from every ounce of
liquid refreshment dispensed.
Indicative of the vast amount of analy
sis entailed in food cost accounting is the
type of statistics that are assembled for the
guidance of managemnet. These data in
clude, for example, the total number of
covers served per meal period, per waiter
and/or per chair, the average check receipts
per meal, the seat turnover by meal period,
the receipts per seat per meal, the number
of club combinations or complete meals as
compared with the number of a la carte
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orders. Further details given are such
facts as the number of rolls consumed per
cover, the average consumption of butter
per cover, the inventory turnover, and the
relative number of portions sold of the
different entrees offered on each menu. All
of these facts are studied, on a daily basis
and in monthly comparisons. The popular
and successful dining room or restaurant
is the one in which the habits and desires
of the customers are made known to man
agement by the medium of these statistical
reports, carrying as much detail as possible
on the trend in public tastes.
These thumb-nail sketches of a few of

the phases of hotel accounting should give
you some impression of its main differences
from accounting for other types of busi
nesses. The purchasing and storing of
merchandise and the preparation and con
trol of payroll have not been touched upon
because they are essentially the same as in
other industries. For certain details, spe
cial methods have been adopted, but more
as a matter of custom than necessity.
As accountants, we may be gratified to
know that the larger the hotel industry
becomes, the more value it sets on the work
of its auditors and cost accountants.

BLANK HOTEL
GENERAL PROFIT AND LOSS STATEMENT
Cost of
Other
Operated Departments:
Sales
Payroll Expenses
Sales
Rooms __ ____________________ $100,000
$20,400
$ 9,000
Food ________ __ ____________
69,000 $26,220)
30,525
15,355
Beverages _____ __ ____ ______
40,000
14,000)
Telephone ........ ......... ...... ......... .
7,700
2,000
100
6,000
Total Departments Including
Expenses and Departmental
$216,700
$24,455
Profit ..........
.......... $46,220
.............. . $52,925
Other Income _______________ _

2,400

Profit
$70,600
22,900
(400)
$93,100

2,400
$95,500

Gross Operating Income ____ ___
Deductions from Income;
Administrative and General .....
Advertising and Sales Promotion
Heat, Light and Power ........ .
Repairs and Maintenance .........

3,000
3,500

$10,509
2,500
8,800
8,000

$14,591

$29,809

$67,516

$54,264

$ 8,091

$219,100

$46,220

44,400

House Profit..... ................ ....... ....
Store Rentals ....... ............... ........

$51,100
2,900

Gross Operating Profit.......... .....
Fixed Charges :
Real Estate and Personal
Property Tax ..... .....................
Interest ---------------- --- ----------Insurance ........... ......... .......... .....
Depreciation .......... ............ ..... ....

$54,000

$10,000
12,000
1,000
15,000

38,000
$16,000

ates. Milligan College. Member Tennessee
Society of CPA’s. BA.
Margaret M. Steen, 94 River Oaks Gar
den Apts., Houston, Texas. With Ernst &
Ernst. W.T.S.C., Canyon, Texas; Benja
min Franklin U., Washington, D. C. BA,
BCS.

NEW AWSCPA MEMBERS
(Continued from Page 6)
Michigan Ave., Chicago. U. of Illinois,
Northwestern U. Member Illinois Society
of CPA’s. BS.
Olive M. Hinderer, PO Box 655, Johnson
City, Tenn. With Hinderer-Baylor Associ14

WHATS NEW IN READING
THEIA A. GEBBIE, Beverly Hills, California

A REBEL YELLS, by H. Frederick
Willkie. (D. Van Nostrand Company, Inc.
New York, 1946. 311 pages.)
Here is a thoughtful, somewhat idealis
tic book on the development of industry
through cultivation of the individual. To
do this, continuous education and research
is advocated beginning in the early home
environment to stimulate young minds for
later contributions to industrial progress.
The book discourages “specialists” who are
so-called because of an ability to endure
monotony; it advocates a free exchange of
industrial ideas; and it stresses the same
thoughtfulness in the selection of workers
as in the purchase of materials.
Since man cannot be driven, these desir
able changes in industry can come about
only with the cooperation of the individual
himself. This book attempts to stimulate
thought and provoke controversy over in
dustry’s place in education and the home,
through the individual. The man or woman
who has learned to think creatively “need
fear nothing, no problem, no new situation,
no man nor coalition of men.” This is a
book devoted to you and your job, and to a
new kind of industrial thinking.
THE WORLD AND AFRICA, by W. E.
Burghardt DuBois. (The Viking Press,
New York, 1947. 261 pages.)
Although it is only rumor that the Brit
ish Empire is looking toward Africa as the
new site for its royal home, such hearsay
suggests that we, too, scan this continent
and its history. In The World and Africa,
Mr. Dubois contends that black Africans
are men in the same sense as white Euro
peans and yellow Asiatics, and reviews Af
rican history from 5000 B.C. to the present
day to enforce his statement.
While the feeling throughout the narra
tive appears to be a plea for the black race,
no matter where, some valuable informa
tion and arguments are set forth; and his
tory, rather than social justice, is the prin
cipal theme. The entreaty for America to
change its attitude toward Africa “wherein
we have despoiled its land, enslaved its peo
ple, decried its ability, and distorted its
history” presages fear for our democratic
civilization if we build up race and class
differences.
AMERICAN TARIFF POLICY TO
WARDS THE PHILIPPINES, 1898-1946,
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by Pedro E. Abelarde. (Columbia Uni
versity Press, New York, 1947. 234 pages.
$2.75.)
While this is a text on the tariff laws
affecting the Philippine Islands, and as
such, has trade significance during this ex
pansion period with foreign markets, the
book also has historical interest. The mak
ing of tariff laws indicates little drama.
But beneath this relating of quotas and
duties, of sliding scales and restrictive defi
nitions, you will find a story which will
contribute much to the understanding of
news from the East for some time to come.
This is a prologue to the unknown future
of economic independence for the Philip
pines.
Some of the subjects covered are: Cus
toms Tariff under the Military Govern
ment; The act of March 8, 1902; Attempts
to Revise the Philippine Tariff Laws during
1905-1908; Development of Policy; the Ap
proach to Independence.
ELEMENTARY ACCOUNTING, by Ar
nold W. Johnson, Professor of Accounting,
College of Business Administration, Syra
cuse University. (Rinehart & Company,
Inc., New York, 1947 842 pages. $5.00.)
This is a thoroughly revised and en
larged edition of Johnson’s “Principles of
Accounting,” and is a detailed, accurate and
authoritative text for the first year’s work
on the college level. The text was revised
to present the principles of bookkeeping and
accounting in a well-planned arrangement
of carefully selected materials, and in lang
uage simply and interestingly written.
The underlying theory of accounting is
expounded throughout the book, and this
emphasis allows accounting rules and prin
ciples to develop logically from the founda
tions of theory. Stress is put upon the prob
lems of correct accounting valuations and
the effect of these valuations upon the in
come statement and the balance sheet.
In the chapter on the former, the author
says: “The profit and loss statement por
trays the income-earning ability of a busi
ness. And it constantly emphasizes the
importance of controlling the elements
which enter into the earning of income.
Men must be controlled, funds must be con
trolled, and the test of business management
is how well the results are controlled.”
Six practice sets are provided, which also
are available separately.
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